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1980 
BELGIAN KEY ECONOMIC INDICATORS 


Money values in US $ million. 


Projection 
% Change Projection % Change 
ITEM 1978 1979 1978/1979 1980 1979/1980 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices 105,620 112,172 ° 119, 356 
GNP at 1975 Prices 87,724 89,552 90,805 
Per Capita GNP at 

Current Prices 10,731 11,382 . 42,222 
Industrial Production 

(1970 - 100) 120 125 ° 130 
Average hourly wage 

(1970 - 100) 180 302 ° 325 
Average Unemployment rate 7.0 7.3 8.0 


MONEY AND PRICES 


Money Supply (M1) 29, 293 : nae 
Public Debt 49, 206 65,517 
Average government bond yield 

(5-8 year maturity) ($) 8.22 11.84 
Wholesale Prices 

(1953 - 100) 147.8 ; 165.0 
Consumer Prices 

(74/75 - 100) 127.8 : 141.0 
BF/$ Exchange Rate 31.49 29.00 
Effective Exchange Rate 

(IMF Weights: 1975 - 100) 107.7 : 110.5 


BALANCE OF TRADE/PAYMENTS 


Exports, FOB, of which: 48,620 56, 813 . 64, 200 
Exports to US 2,006 2,127 : 2,200 
Exports to EC 34,793 41,344 - 46,800 — 


Imports, CIF, of which: 52,634 61,034 : 70, 200 
Imports from US 3,038 4,031 ° 4,800 
Imports from EC 36,310 41,000 ° 47,000 
Trade Balance (customs basis) 4,000 —4, 207 -6,000 
Current Account Balance - 976 -3,845 -5,172 
(1) Figures have been constructed from various Belgian sources and may be yearly average, end of 


period, or projection, depending ao economic meaning. All dollar amounts have been converted 
retrospectively using representative 1980 rate of $1 - BF 29.00. 





SUMMARY 


After a cyclical expansion that lasted almost 2 years, the Belgian 
economy in late 1980 appeared headed into a new recession, fol- 
lowing the downturn in the economies of some of its major trading 
partners, particularly Germany. The 1978-79 expansionary phase 
that appears to have ended can scarcely be called a boom. Gross 
national product (GNP) grew by 3 percent in 1978 and by 2.1 per- 
cent in 1979, but structural problems of unemployment, high labor 
costs, and low profits in industry persisted, while the Government 
deficit and the deficit in the balance of payments continued to 
grow. Inflation, on the other hand, has remained moderate through- 
out the period, and while accelerating slightly during the course 
of 1980, will probably stay in the 6- to 7-percent range. Success 
in fighting inflation is due in large part to the restrictive mone- 
tary policy and the strong currency policy that has been imple- 
mented by the National Bank. 


High wage costs combined with foreign competition seem to have been 
partly responsible for a shift in investment and employment from 
manufacturing to the more sheltered service industries and also for 
a substantial growth in productivity as firms have had to ration- 
alize production and as some industries have been shorn of their 
least profitable enterprises. The social costs of high unemploy- 
ment have been mitigated by a generous social security system, in- 
cluding unemployment benefits. This maintenance of consumer de- 
mand, however, has had to be financed by Government borrowing, and 
the imbalance between demand for consumer goods, investment goods, 
and Government services on disposable income, savings, and taxes 
has resulted in domestic demand greater than domestic supply and a 
deterioration in the current account of the balance of payments. 


The short-term outlook is discouraging. With the economy entering 
a recessionary phase, the problems of unemployment, Government 
deficits, and the resulting financial strains will become more 
serious. There is no apparent alternative to a reduction to the 
standard of living of the population, reflecting the objective 
economic circumstances. At the end of 1980, Government, labor, 
and business representatives were negotiating to work out an 
equitable and politically acceptable sharing of the sacrifices. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


The Small Open Economy 


The Belgian economy is a classic example of what is sometimes 
called a "small open economy" in the economics textbooks. Belgium 
annually exports goods with a value equal to about half of its 
GNP; export earnings go toward payment for the corresponding 
amount of imports, vital not only for consumption, but as direct 
and indirect inputs into exports. Such an economy is directly 
exposed to all the swings in prices, interest rates, and demand 
coming from abroad. 


Belgium was doing well until the winds changed in 1973-74. Import 
prices, led by energy costs, rose rapidly. Export prices rose 
somewhat, but did not keep up, particularly in certain sectors 
where Belgium had been traditionally strong and had a heavy indus- 
trial investment. A strong currency kept domestic inflation low, 
but it contributed to raising the external cost of Belgian-added 
value, which represents about 40 percent of a unit of Belgian ex- 
ports. Wage costs had been rising rapidly until 1974; while 
growth of wages has been fairly moderate since then, wage-price 
indexation has prevented real wages from falling. Wage increases 
based on productivity gains in certain sectors have tended to be- 
come generalized throughout the economy, with the result that the 
sectors with high wage costs that are also exposed to foreign 
competition, particularly manufacturing, have become less and less 
profitable. Investment in the manufacturing sector has been in- 
sufficient to create new jobs fast enough to keep pace with those 
lost through bankruptcies and layoffs; the number of jobs in manu- 
facturing has declined by 200,000 between 1975 and 1979. Most of 
the new jobs in recent years have been created by the public sec- 
tor, which accounted for nine-tenths of the growth of employment 
between 1953 and 1977. Since 1974, however, this growth has not 
been rapid enough to keep pace with the increasing labor force. 
Unemployment rose from 2.2 percent in 1974 to almost 8 percent in 
1980. The rise in unemployment halted for a while during the 
cyclical expansion of 1978-79 but is again on the increase as the 
economy enters a new recessionary phase. 


The rise in the number of jobless has put a severe strain on the 
Government budget, both in terms of required social insurance out- 
lays and decreased tax receipts. The new Government coalition 
formed during October has reaffirmed its commitment to hold down 
the budget deficit and has proposed to keep real wages and other 
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compensation frozen in real terms for the next 2 years. It hopes 
to persuade labor and management to work out a voluntary program 
along these lines, but if they do not, it intends to implement a 
mandatory program of its own. 


In the fall of 1980, it was still too early to see clearly the 
dynamics of the new recessionary period that seems to be develop- 
ing, but the direction is clear. Foreign demand is stagnating, 
the miniboom in investment, mostly in labor-saving equipment, that 
occurred during 1979 seems to be over, and consumer demand is also 
slackening. The fall in consumption will be cushioned by a con- 
tinuation of unemployment and other transfer payments administered 
through the social security system, but with both production and 
tax receipts declining, the excess purchasing power in the small 
open economy will deepen the current account deficit. A success- 
ful program limiting the growth of real income, however, might 
stem this trend and begin a return to payments equilibrium. 


Supply and Demand 


The National Bank's synthetic index of business expectations 
peaked in the fall of 1979 and has been falling steadily for al- 
most a year, indicating that the economy is heading into reces- 
sion. A new coincident indicator series developed by one of 
Belgium's major banks to track the business cycle against the 
longer term trend of the economy shows that the 1978-79 upswing 
peaked in March of 1980, confirming the predictions of the Nation- 
al Bank's indicator. These synthetic indicators are important 
tools for predicting business activity in Belgium because of de- 
lays in the publication of basic data on movements of the com- 
ponents of demand and production. Industrial production showed a 
fairly strong spurt during the first quarter of 1980, but appears 
to have been slowing since then. The decline has been most evi- 
dent in nondurable consumer goods, while production of consumer 
durables and investment goods has been holding up fairly well. 


The components of aggregate demand have been developing as fol- 
lows: After an increase in the first quarter, foreign sales, 
which exercise a strong influence on aggregate demand in Belgium, 
began to level off during the summer months; given the cyclical 
downturns developing in the economies of Belgium's principal 
European trading partners, the prospects are that this component 
of demand will continue to trend downward after the end of 1980, 


Spending for private investment, as seen from tax declaration 
statistics, has continued at a higher level than in 1979, although 





it has been mostly directed toward rationalization rather than 
capacity expansion or job creation. Because this component of 
demand tends to react to the general cyclical trend with a time 
lag, there is no expectation that private investment will provide 
any significant demand support over the medium term. While resi- 
dential building demand is stagnant or declining, industrial 
building as well as investment in fixed equipment continued strong 
through mid-1980 under the influence of improved profits during 
1979. Consumer demand has been erratic, slowing during the third 
quarter of 1979, rising during the fourth quarter and the first 
quarter of 1980, and then declining during the summer. The fall- 
off seems to have persisted in recent months, as can be seen by a 
further decline in demand for new passenger cars, and by a drop in 
value-added-tax (VAT) receipts. Deseasonalized and expressed in 
constant prices, VAT receipts fell by 25 percent on an annual 
basis during June through August of 1980, as compared with the 
previous 3 months. 


Industrial Structure 


With a mature, diversified industrial economy, Belgium produces, 
consumes, imports, and exports a broad range of industrial prod- 
ucts. About 28 percent of GNP is generated by manufacturing in- 
dustry, about 8 percent by construction, and the remainder by ser- 
vices, including distribution, finance, and transportation. The 
trend, which will presumably continue, has been for value added by 
manufacturing industries to shrink and for value added by the ser- 
vice industries to increase. Developments in the manufacturing 
sector, however, are of great importance to the rest of the econ- 
omy because this sector produces the bulk of the tradable goods 
that enable the economy to continue to import necessities, and 
because production in manufacturing is most susceptible to outside 
influences. 


The percent of value added to GNP by each industry varies, of 
course, from year to year, but in 1978, the most recent year for 
which data are available, the largest industries were machinery 
and transport equipment (10 percent of GNP); food and beverages (5 
percent of GNP); chemicals (3.4 percent of GNP); steel and non- 
ferrous metals (2 percent of GNP); and textiles (1.5 percent of 
GNP). In terms of their percent contribution to Belgian exports, 
the same industries ranked as follows: machinery and transport 
equipment (22.6 percent); steel and nonferrous metals (17.8 per- 
cent); chemicals (16.5 percent); food and beverages (9.6 percent) ; 
and textiles (8 percent). 
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The machinery and transport equipment industry is, on the whole, 
one of the healthier sectors. Most branches of this sector man- 
aged to increase production during 1979 and into the beginning of 
1980, and while there is much disparity from branch to branch, 
the solvency ratios and profitability in this industry have been 
better than average in recent years. As a general rule, those 
industries with higher capital-to-labor ratios have done better 
than labor-intensive industries. The automobile industry is not- 
able in this respect. Despite the fact that there is no Belgian 
make of car, several French, American, German, and Scandinavian 
auto manufacturers have plants in Belgium, and production in 1979 
increased by 10 percent over 1978. Unfortunately, however, the 
uncertainty hanging over the automobile industry does not contrib- 
ute to optimism in this Belgian manufacturing sector. 


The food and beverage sector is less subject to cyclical patterns 
than some other industries, and has continued to do comparatively 
well, although it has had some trouble in passing along cost in- 
creases into selling prices. If foreign demand and domestic dis- 
posable income continue to stagnate in 1981, this industry will be 
unlikely to do as well, but it is relatively healthy and it will 
be able to manage. 


The Belgian steel industry, on the other hand, is in deep trouble. 
The continued imbalance between worldwide capacity and demand and 
the age, inefficiency, and labor intensiveness of much of Bel- 
gium's installed capacity have continued to weigh on this indus- 
try. The future for Belgian steel is bleak, requiring reduction 
of capacity and reduction in personnel. The total contribution to 
GNP of the steel industry dropped from 4.3 percent in 1974 to less 
than 2 percent in 1978, when its cash flow was negative. Because 
of its position as the dominant employer in certain areas and the 
traditional contribution of steel to export earnings, this indus- 
try plays a major role in the Belgian economy. No Belgian Govern- 
ment can allow the industry to collapse, but the expense of main- 
taining it in its current condition is enormous. The development 
of a lean and modernized steel industry in Belgium is a goal that 
takes on national importance. 


The textile industry is also in trouble over the long run, but it 
did better in 1979 than in the previous year. Because the textile 
industry is more dispersed, both geographically and in terms of 
its degree of vertical integration, the restructuring process 
there should come more easily than in the steel industry. 





The star industry in recent years has been the chemical industry. 
Its success has been due both to the international demand struc- 
ture and to conditions specific to Belgium. Labor costs per unit 
of output in the chemical industry are low, and horizontal inte- 
gration of the petrochemical industry, particularly in Flanders, 
around a well-developed transportation network has made Belgium a 
major power in the European chemicals markets. 


Prices and Wages 


Belgium is a low-inflation country. The inflationary burst that 
reached 13 percent in 1975 dropped steadily until the annual con- 
sumer price rise fell to around 4 percent in 1978 and early 1979. 
It began a new upward climb and reached an annual rate of about 
6.5 percent in the latter part of 1980. The Belgian inflation 
rate in the last year or so has been similar to the rate in the 
Netherlands and has been averaging about 1 percent higher than in 
Germany. In the small open economy, the inflation rate tends to 
be determined to an important degree by the rate of inflation in 
the trading partners of the country and by the exchange rate that 
translates external prices into domestic prices. According to 
International Monetary Fund (IMF) calculations, the Belgian franc, 
which has been held close to the Deutsche mark, appreciated against 
a weighted basket of other currencies by about 10 percent between 
1975 and the end of 1978, and by about 1 percent since then. This 
appreciation has kept down the internal prices of imports and has 
tended to keep down the prices of other goods to the extent to 
which they are in direct or indirect competition with goods traded 
internationally. Internal pressures on the level of prices are 
less significant than external pressures, although there is a cer- 
tain amount of upward drift attributable to rises in the price of 
services as wages in that sector keep pace with wages in manufac- 
turing industries without corresponding increases in productivity. 


Virtually all wages in Belgium--along with most other types of 
income--are linked to the consumer price index. There are certain 
advantages to this system: It has made collective bargaining less 
confrontational than it once was and bought Belgium relatively 
peaceful industrial relations. It also eliminates the "expecta- 
tional" element from negotiated wage settlements, allowing a 
faster unwinding of inflationary pressures following an outside 
shock. The rapid drop in Belgian inflation following 1975 is evi- 
dence that the wage-price catchup spiral does not operate in Bel- 
gium. On the other hand, wage indexation has reduced the power of 
inflation to bring about any changes in the relative prices of 
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labor and capital, in spite of high unemployment reflecting a sur- 
plus of labor supply over demand. Real wages grew very rapidly in 
the years until 1975, rising to a high base level from which they 
have drifted upward slightly more or less in line with the slow 
growth in real GNP since then. 


According to a study made by the Institute for the German Economy, 
which calculated total labor costs per hour in manufacturing in- 
dustry (including both wage costs and social costs), Belgium in 
1979 had the highest labor costs of any major industrialized coun-. 
try, when measured in a common currency. It is difficult to deny 
that this high real-wage cost is in large part responsible for the 
high rate of unemployment in Belgium. The lesson has not been 

lost on the labor unions, where the emphasis has recently turned 
from insistence on increased remuneration to preserving existing 
benefits and to preserving jobs. There have even been isolated 
cases of workers agreeing to a net reduction in real salary levels. 


Employment and Productivity 


High wage costs have been partly offset by a remarkable growth in 
productivity during the past several years. Labor is expensive 
but productive. Without productivity gains, the increase in labor 
costs would have priced Belgian exports far above world market 
prices. To the extent that these gains have resulted from im- 
proved technology and increased use of capital, they have led to a 
normal and healthy rise in the standard of living of the popula- 
tion. The increase in productivity in Belgium, however, has been 
a mixed blessing. The negative side of increasing productivity 
can be easily understood by remembering how it is defined and 
measured: output per hour worked. Because a reduction in the 
number of hours worked does not normally lead to a corresponding 
drop in output, a large part of the productivity increase has come 
at the expense of employment. With wage costs high, companies 
have been forced to use labor more efficiently. Not all indus- 
tries, however, have been able to do this successfully, and the 
less-skilled labor-intensive sectors of the economy have shrunk 
and added to the level of unemployment. While it is difficult to 
determine precisely to what extent this has been the case, the in- 
crease in the average level of productivity has been achieved, to 
a large extent, by removing the least productive workers from the 
calculation. 


By late 1980, Belgium had the highest rate of unemployment in the 
European Economic Community (EEC). Unemployment definitions dif- 
fer, making international comparisons difficult, but calculated in 
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a way as close as possible to the U.S. method, Belgian unemploy- 
ment stands at close to 8 percent. Those counted as unemployed 
in Belgium are those drawing unemployment benefits, but because 
unemployment insurance is virtually universal and because there is, 
in most cases, no limit on the duration of these payments, this 
rate may be overstated in U.S. terms, rather than understated as 
in the case of many other European countries. The main areas for 
discrepancy would be those drawing unemployment benefits who are 
not seriously looking for work or who are working illegally. 
While there is undoubtedly a certain amount of abuse of the sys- 
tem, the work ethic remains strong in Belgium, and abuse is prob- 
ably less widespread than it might be considering the generosity 
of the system. 


The 8-percent average rate of unemployment is distributed very un- 
equally between men and women. In contrast to the United States, 
where the female and male unemployment rates in recent years have 
differed by an average of only about 2 percent, Belgium has a male 
unemployment rate of about 4.5 percent and a female unemployment 
rate of about 13.5 percent. The Belgian economy has not provided 
an adequate number of new jobs for the increasing number of women 
seeking employment. While women make up over 40 percent of the 
labor force in the United States, in Belgium only about 36 percent 
of the labor force is female, about the same percentage as in the 
United States 10 years ago. Youth unemployment is also high, and 
the increasing entry of young people into the labor market will 
continue to push that rate up for several years. An increase in 
the number of people reaching working age and a temporary decline 
in the number of people reaching retirement age--caused by a sharp 
drop in the birth rate during World War I--have combined to swell 
the labor force rapidly. Relief from this trend will not come 
before 1985. 


The social consequences of Belgium's unemployment rate have been 
mitigated by a generous system of unemployment insurance. This 
system has not only helped to ease the lot of those who are un- 
employed, but has played a macroeconomic countercyclical role and 
kept internal demand from collapsing, which would have led to fur- 
ther deflation, bankruptcies, and unemployment. The resulting 
deficits in the social security system and the Government budget, 
however, have put severe strains on the financial equilibrium of 
the country. 


Budget out of Balance; Foreign Payments out of Balance 


As a consequence of several years of reduced tax receipts and in- 
creased income maintenance requirements, the Government has come 
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to be an increasingly dominant borrower of domestic funds, and 
during 1979 and 1980 has turned to foreign borrowing. The most 
recent data on sources and uses of funds (1978) show that the pub- 
lic sector accounted for 50 percent of the debt contracted by non- 
financial institutions and individuals. This growth in Government 
borrowing requirements, which began to accelerate in the years 
following 1974, was initially financed mainly by an excess of do- 
mestic savings over the borrowing needs of investors. In effect, 
the income-earning segment of the population was saving a suffi- 
cient amount (and foregoing current consumption) to be able to 
purchase Government bonds with its savings. These were then di- 
rectly and indirectly transferred to the rest of the population. 
Within the last couple of years, however, aggregate internal pur- 
chasing power has increased faster than aggregate internal produc- 
tion. 


Between 1962 and 1972, the annual deficit of the central Govern- 
ment created new public debt equal to about 2 percent of GNP. 
Since 1975, the net addition to the public debt each year has been 
equal to between 5 and 6 percent of GNP. Government expenditures 
at all levels, including national, local, and social security pay- 
ments, at present equal 50 percent of GNP. A large part of this 
expenditure is not easily reducible, being the result of past 


legal commitments. The inherited burden of debt service itself is 
becoming an important element in the growth of public expenditures. 
This factor alone--rolling over the existing debt and contracting 
new debt at the same rate as in the past--will push Government ex- 
penditures to 59 percent of GNP by 1985 if nothing is done to al- 
ter it, even in the absence of any new expenditures in other areas. 
One consequence of heavy Government borrowing--which is currently 
absorbing half of the domestic funds available for lending--is 
very high long-term interest rates. Eight-year Government bonds 
are yielding around 12 percent, compared with an inflation rate of 
between 6 and 7 percent. Not all of the deficit, however, has 
been financed by savings: some of it has resulted in creation of 
new money. 


In the United States, such a process would probably have its ini- 
tial impact on the level of domestic prices. In Belgium's open 
economy, where internal prices are closely tied to foreign prices, 
the excess purchasing power has tended to leak out of the economy 
directly. With foreign demand for Belgium's production stagnant, 
and with individuals, enterprises, and the Government trying to 
purchase a greater amount of goods and services than can be bought 
with disposable income, savings, and taxes, the shortfall has had 
to be made up by extra imports. Until the early 1970's, the 





12 


Belgian economy tended to produce more than it consumed. The 
current account of the balance of payments, which essentially 
represents goods and services bought from and sold to the rest of 
the world, brought money into the country. This surplus began to 
evaporate in 1974, went into the red beginning with 1976, and has 
deteriorated rapidly since then. The current account deficits 

for 1977 and 1978 were both close to a billion dollars, but in 
1979 the deficit rose to about 3.8 billion dollars. The data 
available for 1980 indicate that the deficit was on the same order 
of magnitude, possibly rising to nearly 5 billion dollars. 


The burden of financing this deficit and of defending the currency 
has been borne primarily by the National Bank. It has done this 
in the first instance by keeping short-term interest rates high. 
During the last couple of years there has been little difference 
between very-short-term and very-long-term rates. High short-term 
interest rates in Belgium help to keep money from flowing out of 
the capital account, mainly by making it more expensive for trad- 
ers to finance leads and lags associated with commercial payments. 
Given the high volume of trade relative to the size of the econ- 
omy, enormous amounts of money can move into or out of the country 
in short periods because of changes in the timing of commercial 
payments. While the level of long-term interest rates is un- 
doubtedly of primary significance to investment behavior, the 

high level of short-term rates has also been something of a burden 
to enterprises. In addition to intervening by means of establish- 
ing interest rate policy, the National Bank has periodically had 
to defend the franc by purchasing it on the market, always with 
skill and success. 


Since late 1978, some of the burden of financing the current ac- 
count deficit has been assumed by the central Government, which 
has begun to borrow significant amounts of foreign money on its 
Own account. While this development has been publicly criticized 
as a symptom of the desperate condition of public finances, it 
can also be seen as a consequence of the current account deficit 
and the impossibility of stimulating further substantial private 
capital inflows through high domestic interest rates. In late 
1980, the foreign debt of the central Government stood at about 

4 percent of GNP. 


The Outlook 


To repeat a phrase that is more and more frequently being used in 
Belgium to describe the state of the economy: Belgium is "living 





a 


beyond its means." High wage costs are offset by high produc- 
tivity in the most advanced industries, but the growing number of 
unemployed cannot be reabsorbed at the going wage in existing in- 
dustries, while new industries must be very capital intensive 
(e.g., the growing chemical sector concentrated near Antwerp) to 
be profitable in the Belgian environment. With consumption being 
relatively unaffected by the high rate of unemployment and with 
real incomes impervious to erosion by inflation, more is consumed 
than produced. While it is true that Belgium is not alone among 
European countries in running a current account deficit, the def- 
icit.in Belgium has been long in developing, and its causes are 
more structural than transitory. Unfortunately, these structural 
problems continued to develop during the relative upswing in busi- 
ness activity that took place in 1978 and 1979, leaving the econ- 
omy ill-prepared to take on the further burdens that will be 
caused by the approaching recessionary phase. 


There is an increasing awareness and popular acceptance of the 
fact that the time has come for "belt tightening"--i.e., a reduc- 
tion, or more likely, a freeze in real personal revenues for a 
long enough period to allow productivity gains to work off the in- 
herited burden of overpriced labor. "Labor," per se, as repre- 
sented by the trade unions, argues quite logically and understand- 
ably that all segments of the population should be made to share 
in the belt tightening, including those benefiting from profes- 
Sional activities and those drawing income from financial sources. 
It is going to be difficult--but necessary--for the current Gov- 
ernment or its successor to reconcile the necessity to reduce per- 
sonal revenues in such a way as to maintain political and social 
peace without further cutting into the profitability of industrial 
firms. | 


IMPLICATIONS FOR THE UNITED STATES 


The United States traditionally runs a substantial surplus in its 
trade with Belgium. This is probably due to the structure of the 
Belgian economy, which requires large inputs of raw materials, 
semimanufactures, and components for exports to its EEC partners. 
In other words, many U.S. exports to Belgium are a function of 
final demand in the EEC as a whole rather than in Belgium alone. 


Because Belgium must import to export, its industries are flexible 
in their sourcing and are alert to price differentials. In 1979, 
U.S. exports to Belgium, valued in Belgian francs, grew by over 30 
percent, while exports from all sources grew by only 16 percent. 
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The difference is attributable to the competitive price of Amer- 
ican goods, which in turn is due to the low value of the dollar 
compared with competitor currencies. While statistics for im- 
ports from the United States in 1980 are still fragmentary, it 
appears that the growth rate will be maintained for most of the 
year. For 1981, however, while the currency relationships are 
expected to continue to favor U.S. exports to Belgium, a falloff 
in demand in Belgium and its EEC partners will tend to work in 
the opposite direction. 


Regardless of cyclical fluctuations, there are longer term struc- 
tural factors underlying the Belgian and U.S. economies that indi- 
cate the areas that should continue to be promising for U.S. ex- 
ports. It can be assumed that in the coming years the fastest 
growing sectors will continue to be the service industries, in- 
cluding Government services. Growth in manufacturing industries 
will be marked by great disparity between rising and declining 
sectors, and by an overall tendency for manufacturing industry to 
rationalize production methods and economize on the use of labor. 
Taking into account the sectors in which the United States con- 
tinues to have a technological and price advantage, the most prom- 
ising areas for increased exports appear to be electronic compo- 
“nents; materials-handling equipment; business equipment; process 
control, analytic, and scientific instruments; aviation and avi- 
onics equipment; pollution control equipment; computers and periph- 
erals; and hospital and medical equipment. 


While Belgium is no longer the magnet for U.S. investment that it 
once was, mainly because of high labor costs, it maintains many 
basic attractions that corporations taking a longer view are con- 
tinuing to exploit. While expensive, labor is for the most part 
highly efficient and well motivated. Belgium stands at the hub of 
a well-developed nexus of transportation and communications sys- 
tems connecting it with the rest of Europe; it has a ready supply 
of multilingual technical and managerial talent; and the periph- 
eral services essential to multinational corporations in such 
areas as finance, accounting, education, interpreting, hotel ac- 
commodations, advertising, and legal services continue to help 
provide an environment conducive to foreign investment. 


*® U. S, GOVERNMENT PRINTING OFFICE: 1981--341-007/374 





LOOKING FOR A GOOD 


market 


research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, community, commercial, or 
economic conditions in more than 100 coun- 
tries. 

Included is all in-depth market research 
performed by Commerce's Export Develop- 
ment offices in support of the Department's 
trade promotion programs. 

About 50 reports, sent to Washington by 
U.S. Embassies and Consulates abroad, 
are received and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
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